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mitted to organize a separate subsidiary, the purpose clause of the new
corporation can be whatever the parent company wishes it to be, within the
limits permitted by the chartering authority.
5.  From time to time, a corporation may find advantage in keeping
ownership of certain business operations secret.   A separate incorporation
of a subsidiary facilitates this process.
6.  Akin to the last advantage is the possibility of having a separate
corporation conduct experiments that might prove unsuccessful and result in
damage to the reputation and credit of the parent company, should it assume
direct responsibility for the experiments.
7.  There may be economy in quiet purchase of stock of a company in the
open market.   If the desire of company A to acquire company B became
known, prices of the stock of company B would mount.   Quiet purchase of
stock may enable the purchasing company to acquire control before publicity
is given to the identity of the purchaser.
8.  Through the use of collateral trust bonds, secured by the stock pur-
chased or to be purchased, control of an existing company may be acquired
by the holding company with little or no outlay of cash,
9.  Centralization of control may be accompanied by decentralization
of operations under the holding company plan.  Separate staffs, separate
accounting records, and separate responsibilities for results may produce
increased operating efficiency.
10.  Where monopoly is intended, fighting subsidiaries may be organized
to break the power of competitors.   The subsidiary may sell its products at
a loss as long as necessary to sap the strength of the competitor.
11.  Maintenance of separate corporate existences by subsidiaries has
been recognized by courts as a sufficient protection against creditors whose
claims exceed the ability of the company which owes them.   The creditors
can look only to the subsidiary that incurs the debt but may not seek redress
from the parent or holding company or from other subsidiaries in the system.
12.  Subsidiaries are used to enable employees and others to acquire the
securities of the parent company.  When the market is favorable, the sub-
sidiary may acquire the .parent company's stock which is then sold to key
executives and perhaps to other employees as well.   The General Motors
Corp. has made free use of this means of encouraging its younger executives
to acquire a proprietary interest in its affairs,
13.  Not only are subsidiaries useful in handling the affairs of a corpora-
tion in states other than the one in which the parent company is domiciled,
but they are equally useful in handling foreign business.  Tariff restrictions
and governmental opposition of various sorts may be overcome by this
means.  Local capital and support may be enlisted without loss of control.
Many operating American corporations have owned controlling interests in
their subsidiaries located in foreign countries.  Such ownership may prove